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Mr. William Comstock, held a long consultation with local bankers,
representatives of. the Reconstruction Finance Corporation and of. the
State Banking Commission, the Deputy Governor of the Federal
Reserve Bank of Chicago, the United States Secretary of Commerce,
the Under-Secretary of the Treasury, and others. As the presence of
these notabilities showed, it was recognized that the decision to be
taken was of. vital moment for the whole country. Early on the
14th February the Governor declared an eight days' bank holiday
throughout the State of. Michigan.
The suspension of banking business was not, in fact, complete.
The arrangements that were made for partial withdrawals of deposits
were, however, used only to a slight extent, indicating that the
public, perhaps reassured by decisive governmental action, had not
altogether lost faith in the banking system. On the other hand,
deposits continued to drain away from banks in* various parts of the
country, at an accelerated pace. On the 16th February, in an effort
to maintain easy money conditions, the Federal Reserve Bank of
New York resumed its large-scale purchases of government securities,
and lowered its bill buying rate from 1 per cent.-to | per cent. At the
same time money was moving out of the United States, forcing
down the value of the dollar. In London the Exchange Equalisation
Fund had to buy dollars in order to prevent an undue rise in sterling,
and on the 17th February alone the Bank of England bought nearly
£4,000,000 of gold. Critics in America, observing these portents,
remarked that Great Britain must have overstated her case in suing,
as she was at the time, for a reduction of her War Debts. From the
point of view of London, however, this was 'bad money', represent-
ing not economic strength but financial liability.
Nothing of striking importance in connexion with the banking
crisis happened for the space of ten days—nothing, that is to say,
which could 'make the front page', although the accumulating diffi-
culties of the banks may be guessed from the figures of currency with-
drawals. On «the 1st February the total of money in circulation was
$5,652,000,000; on the 15th February it was $5,854,000,000. By the
21st February the total had risen by a further $134,000,000, and
$362,000,000 was added in the next six days. Over the same period
of less than four weeks, the excess reserves of the Federal Reserve
banks, above their bare legal requirements, fell from $1,476,000,000
to $1,078,000,000.
Although the Federal Reserve system as a whole still had an aniple
margin on which to draw, the pressure on individual banks, inside
and outside the system, rapidly became intolerable. On the night

